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INTRODUCTION 
 
Audit Objective The Office of Audits & Advisory Services (OAAS) completed an audit of 

the Department of Housing and Community Development (HCD or the 
Department). The objective of the audit was to assess the internal 
controls over eligibility and the use of funds in compliance with 
applicable laws, regulations, and County policy. 
 

Background  HCD provides housing assistance and community improvements that 
benefit low and moderate income persons. The Department provides 
services to County residents through rental assistance, minor home 
improvement loans, first-time homebuyer assistance, and public 
improvement programs. These programs improve neighborhoods and 
alleviate substandard housing. 
 
HCD is comprised of two sections: HCD Community Development and 
Rental Assistance, which serves as the Housing Authority of the County 
of San Diego (HACSD). The Community Development section 
manages community development and homeless grant programs. 
These include the Community Development Block Grant, Emergency 
Shelter Grant, Homelessness Prevention and Rapid Re-housing 
Program, and Neighborhood Stabilization Program. 
 
The HACSD administers several publicly-owned rental housing units 
within San Diego County and rental assistance programs. Some of 
these programs include the Housing Choice Voucher, Public Housing, 
and Moderate Rehabilitation Programs. With the use of Community 
Development funds, HCD created the Tenant-based Rental Assistance 
(TBRA) programs. These programs provide rental subsidy to help 
individuals and their families afford housing costs such as rent and 
utility costs. The TBRA programs are designed to assist and support 
targeted populations, self-sufficiency programs, and anti-displacement 
programs. 
 
As of June 30, 2012, HCD received a total of $138,926,903 in federal 
funding. HCD Community Development received $6,199,923 (12%) of 
the total funding and HACSD received $132,726,980 (88%), from which 
$1,284,744 was allocated to the TBRA programs.  
 

Audit Scope & 
Limitation  

The scope of the audit focused on evaluating whether adequate internal 
controls were in place to provide reasonable assurance that eligibility 
requirements and the use of funds were in compliance with applicable 
laws, regulations, and County policy. The period under review included 
fiscal years 2010-11 through 2012-13. 
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OAAS conducted test of controls and transaction details on the 
following TBRA programs: 
 

TBRA Program Description 

HOME Investment 
Partnerships (HOME)  

HOME Emancipated Foster Youth – rental 
assistance to foster youth between the ages of 
18-24. 

HOME Family Reunification – rental assistance 
to families attempting to reunite with their children 
whom are participating in the Dependency 
Court’s Substance Abuse Recovery Management 
System (SARMS). 

HOME Homeless Veterans Pilot (HOME-VETS) – 
rental assistance to homeless veterans.1 

Housing Opportunities for 
Persons with AIDS 
(HOPWA) 

Rental assistance for low-income individuals with 
AIDS/HIV. 

Shelter Plus Care (SPC) 
Rental assistance for low-income individuals 
diagnosed with disabilities.  

Redevelopment Local 
Rental Subsidy Program 

Rental assistance to low-income households 
within the Gillespie Field and the Upper San 
Diego River Improvement Project areas.2 

 
This audit was conducted in conformance with the International 
Standards for the Professional Practice of Internal Auditing prescribed 
by the Institute of Internal Auditors as required by California 
Government Code, Section 1236. 
 

Methodology OAAS performed the audit using the following methods: 
 
 Interviewed key personnel on policies, processes, and requirements 

relevant to the areas being reviewed. 
 
 Examined policies and procedures related to the areas being 

reviewed and created flowcharts that mapped key processes to 
obtain an understanding of the eligibility process. 

 
 Assessed risks and controls independently and in coordination with 

HCD staff. 
 
 Selected and reviewed a judgmental sample of case files within the 

TBRA programs to determine if eligibility requirements were met. 
 
 Selected a judgmental sample of monthly claims to determine if 

claimed amounts were for eligible activities and had adequate 
supporting documentation. 

                                                      
1  Due to funding reallocation, the HOME-VETS program is no longer accepting new participants.  
2 Due to funding limitations, the Redevelopment Local Rental Subsidy Program is no longer accepting new 
participants.  
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 Inspected annual performance reports to determine if they were 
submitted timely and contained specific required information.  
 

AUDIT RESULTS 
 
Summary Within the scope of the audit, there is reasonable assurance that 

adequate controls exist over the eligibility process and the use of funds 
is in compliance with applicable laws, regulations, and County policy.  
To further strengthen current controls and improve their effectiveness, 
OAAS has the following finding and related recommendation: 
 

Finding I:   Eligibility Determination Process Needs Enhancement 
OAAS’ review of HOME case files determined that verification of the 
participant’s eligibility was not consistently documented. Specifically, of 
the 25 case files selected for review, OAAS noted the following: 
 
 Veteran status for six participants of the HOME-VETS program was 

not documented in the case file to validate the participant’s 
eligibility. 
  

 Criminal background check for one participant of the HOME-
FOSTER program was not documented in the case file to 
demonstrate the participant’s eligibility.  

 
Applicants for the HOME-VETS program must meet financial 
requirements based on income levels and veteran status. In addition to 
financial eligibility, applicants for the HOME-FOSTER program should 
be screened thoroughly and fairly for criminal activity. 
 
HCD established a Memorandum of Understanding (MOU) with a 
community agency for the referral of homeless veterans to HCD’s 
HOME-VETS program.3 The roles and responsibilities outlined within 
the MOU do not clearly establish a certification process that describes 
eligibility activities and required documentation. Therefore, the 
community agency did not provide eligibility support for referrals made 
and HCD did not validate eligibility based on veteran status.  
 
According to HCD, the one case missing criminal background check 
within the HOME-FOSTER program was an oversight during 
supervisory review of the case file. 
 
Subsequent review conducted by HCD noted no exceptions with the 
eligibility of the participants reviewed by OAAS. However, insufficient 
documentation to substantiate eligibility prevents HCD from ensuring 
that all participants referred by the community agency are eligible to 
receive program benefits.  
 

                                                      
3 The MOU with this community agency ended as of May 2013 since the HOME-VETS program does not accept 
new applicants. 
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Recommendation: 1. HCD should develop procedures for establishing future MOU's for 
housing assistance programs to ensure that clear roles and 
responsibilities are outlined within the agreements. MOUs should 
also include specific requirements such as, certification process and 
submission and retention of key documentation to validate the 
participant’s eligibility. 
 

2. HCD should strengthen supervisory review of case files by 
implementing a checklist that includes a periodic review of sufficient 
supporting documentation for eligibility determination. 
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DEPARTMENT’S RESPONSE  
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